Approved For Release 2000/08/23 : CIA-RDP62S00545A000100020016-7

EXECUTIVE OFFICEOF T YESIDERT
COUNCIL OF ECONOMI._ .. (ISERS

Date: .L/e'( 26, 1958

STATINTL To: _

c. L A,

oms ot 3. Funey

- ol I e 2

*No Referral to NSC - per NSC Waiver*

Approved For Release 2000/08/23 : CIA-RDP62S00545A000100020016-7



| el B, Lary
Approved For Release 200Q/08/23 : CIA-RDP62S00545A000100020016-7 Gm25+58

Memovendunm of Conversation with Mr, Alkhimov, Commercisl Sounsalor
 of she Boviet Bubagsy, on Seotember 24, 1650 '

Yesterdey £ bad Hr. Alxhimov as my guest for lunch; returning his
gourtesy of August 7. RNaving in mind the intersst he then expressed in
sourced of informstion on the U.8. economy, I asked Mr. Sichultze to acw
company me.

Gur conversetion bore chiefly on three topics: Soviet procurement
efforts here; economic conditions in the United Btates; and pricing
provleme in the U.8.5.R. FNothing particulerly new emerged, though X
should say that Mr. Alxhimov continued to show greater halance snd
amﬁ:ativiﬁ;r than hes usually been ny experience in talking with Soviet
officials,

Mr. Alkhimov stressed the well«imown Boviet desire to place large
ordere in the United Btatee for sguipment for the Soviet chemical induz-
try, sspecially the synthetic fibers branch. %These would be for entire
factories resdy to operate, though with bullding msterisls supplied
locslly. While &isclaiming eny special knowledge, he said that in the
view of experts, both Americen and Soviet, the level of Soviet teche
nology in the chemicel field was ss good as snyvhere else, and he re-
forred in this connection to their large cenixrslized facilities for
sbstracting snd transleting foreign publications, Thelr production
capacity, both for chemicals and for chemical equipment, was, however,
very limited, and speed of delivery was their reason for seeking U.B.
eguipment, even though it wes perhaps more costly than that available
in Western Burope. Together with e visiting member of the Qosplen {a
Minister before the reorganizetion of indusiry) Mr. Alkhimov hed visited
Secretary Weeks, who had sivised them to explore thelr interests with
Americsn campanies and to have the latter spproach the Staie Bepertment
with regerd to the guestion of export licenses. They hed found a keen
intersst on the part of Americen business bui no deals had yet been
consummated. Nr. Alkhimov stated that, since the KhrushcheveBisenhower
axchange of letters, he hud been overvhelmed by a flood of inquiries
from American enterprises, wvhich he found difficult to deel with because
of insdequate staff and lack of a secretary expert in the Englieb
s . We suggested that, for pwrposes of buminess correspondence,
he might heve recourse to the services of some good stenographic egency,
snd he indicated thet this would euit him personally very well.

Qur talk about the U.B. eeconomy concerned chiefly the resassons for
the brevity of the recession and the prospects for recovery. Mr. Alkhimov
reitersted what be had sald before sbout the refusal of his inetitute
in Moscow {The Foreign Merket Besearch Institute, of which he was ¥irst
¥ioce-President} to engage in deeply pessimistic predictions sbout the
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sourse of the U.S. economy. In the present circumstances of the American
economy, however, he did feel that the problem of excess plsat capscity
would tend to work egeinst any repid increase in industrisl production
to full exployment levels., Mr. Alkhimov mentioned that one of the duties
of the Institute was to mele short-temm forecasts (six months to ome year)
for different notional sconomies end commoditles. He felt that, on the
whole, their record was pretty good, though scmetimes their forecasts
::& b%mmay ypset by unforesseshle develcpments such as the
rean War.

With regerd to prices in the Soviet Union, Mr. Alkhimov thought
that the vhole system was bedly in need of revision in order to do awey
with the two-price system and {o bring internal prices more into line
with externsl prices. He stated by wey of example that he had once
worked for two years, without arriving et sny very belpful resulte, to
try to determine whether it was more profitsble to produce gold or timber
for export. This wes typlcel: because of the inedequacies in the price
gystem it was impossible to determine the true comparative sdvantage in
this or that line of production. He seemed to have itaken the lead in
internal discussione in SBoviet sconcmic circles in pressing for a reform
of the price system and had encountered severe critlcoiss Lfrom ¢ 8,
notably from his chief, Mr. Orlov, President of his institute.l/ Mr.
Alxhimov slso helped to initiate public Aiscussion of the issue, start-
ing with a contributicn to the journal Vgprosy Ekonomlki two years ago.
Row Mr. Konred of the Institute of Beonamlics was, at Mr. Alkhimov's
suggestion, devoting intensive study to the preblenm, The hesrt of the
difficulty wse the failure, in the pricing of producers' goods, to make
sdequate allowsnce for cspital costs. In the prieing of consumer goods,
an sttempt was made to correct for this deficiency, both by upwerd ad-
Justment in the prices of raw materisals and by a fuller sllowance for
cepital coste in the consumer industries themselves. This, however,
was en srbitrary snd unsatisfactory method and the resl need was o
reform the whole system. Mr. Alkhimov egain gave an indication of
his respect for the creative capecity of the Chinese coremmists in
saying that they had been more alert to the problem than the Soviet
Union end come nesrer to a satisfactory solutiecn. Internsl prices in
Comrmist Chine were more in line with externel prices and, in eddition,
the Chinepe sllowed the prices of numerous lesser items to find thelr
own levels (whereas in the Soviet Union there could be wide divergences
betwesn prices on the free merkets snd those in the State shopa). A few

7T Bave received & certaln IMpression that persons). yelstions vetween
the two mey not have been very good. Certainly Orlov, though out-
wardly friendly, was alweys in my contacts with him in Geneva and
Hescow, much more negative and close-mouthed than Alkhimov. Ina
visit to the Institute in December 1956 he guickly shut off any
sericus attempt to discuss Soviet or Soviet Bloc price problems in
relation to internations} trade along the lines reporied here.
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months sgo there hed been e meeling between Soviet end Chinese experts
on pricing problems, st which the Chinese demonstrated their ebility

o firve penetrating questions ebout the Boviet system. Thia topic had
2180 been recently taken up at a meeting of Bastern Eurcpean countries.
@zechoslovakia, like China, was nearer a satlafactory solution than the
foviet Union, possibly becsuse of the much greater dependence of @zecho-
glovekia on forelgn trafde.

We did not get very far during our lunch in the matter of sources
of informstion on the United States economy, and Mr. Alkhimov sald that
pe would like to get in touch with ué lster on, Eis interests seem 1o
be partly of & personal nature, ss an economlst, since his present dutles
ere more in the field of trade negotiations.
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